








SOUTHERN MONTANA TELEPHONE COMPANY

Notes to Financial Statements
Years Ended December 31, 2013 and 2012

Note 5 - Retirement Plans

The National Telecommunications Cooperative Association (NTCA) Retirement and Security Program for
Employees of the NTCA and its Member Systems (the Plan) is a defined benefit pension plan covering many of the
full-time employees of NTCA, its affiliates and its members that have adopted the Plan. Pursuant to IRC Section
413(c)(4), the Plan is considered a Multiple Employer (other) Master Plan. The Plan is subject to the provisions of
the Employee Retirement Income Security Act of 1974 (ERISA), as amended. The Plan’s employer identification
number is 52-0741336 and the Plan Number is 333.

A unique characteristic of a multiemployer plan compared to a single employer plan is that all plan assets are
available to pay benefits of any plan participant. Separate asset accounts are not maintained for participating
employers. This means that assets contributed by one employer may be used to provide benefits to employees of
other participating employers.

The Company is a participant in the above described plan. The Company’s contributions to the Plan in 2013 and
2012 represented less than 5 percent of the total contributions made to the Plan by all participating employers. The
Company made contributions to the plan of $124,656 in 2013 and $118,807 in 2012. There have been no
significant changes that affect the comparability of 2013 and 2012 contributions.

In the Plan, a “zone status” determination is not required and therefore, not determined under the Pension
Protection Act (PPA) of 2006. In addition, the accumulated benefit obligations of plan assets are not determined or
allocated separately by individual employer. In total, the Plan was 100 percent funded at January 1, 2012, based
on the PPA funding target and PPA actuarial value of assets on that date. Information for the Plan year beginning
January 1, 2013 is not available at the time of this audit report.

Because the provisions of PPA do not apply to the Plan, funding improvement plans and surcharges are not
applicable and have not been applied. Future contribution requirements are determined each year as part of the
actuarial valuation of the plan and may change as a result of plan experience. There is no collective bargaining
agreement that affects future contribution requirements.

The Company also participates in a contributory, multi-employer, defined contribution plan administered by NTCA,
which covers all full-time employees. Employees are required to contribute a minimum of 2% of their annual salary
to participate in the plan. Employer contributions are 5% of eligible salaries paid. Employer contributions to the
plan were $39,747 in 2013 ($39,598 in 2012).

Note 6 - Workers’ Compensation

The Company is a member of the Montana Electric and Telephone Systems Self-Insured Workers’ Compensation
Pool (the Pool). The Pool covers potential liability for workers’ compensation and occupational disease to
employees and dependents of deceased employees of all members in the Pool. The Company is jointly and
severally liable with the other members for the full amount of all known and unknown claims.
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Note 7 - Related Party Transactions

The Company leases its office building from Robert G. Helming, stockholder, officer, and director of the Company.
The lease calls for monthly payments of $3,100 through April 2014. The lease has been extended through April
2019 at the same monthly payment.

Following is a summary of minimum rental payments under the lease for the years subsequent to December 31,
2013:

2014 $ 37,200
2015 37,200
2016 37,200
2017 - 37,200
2018 37,200
2019 37,200

Total rental expense under the lease listed above was approximately $37,200 for the years ended December 31,
2013 and 2012.

Note 8 - Commitments

The Company has executed several contracts for construction projects. The amounts unpaid against these
commitments at December 31, 2013 were $5,175 ($135,546 at December 31, 2012).
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